Research summary: Using a large sample of private firms across Europe, we examine how the social context of owners affects firm strategy and performance. Drawing on embeddedness theory and the institutional logics perspective, we argue that embeddedness in a family, in particular the nuclear family, can strengthen identification and commitment to the firm, but can also induce owners to behave more conservatively. Consistent with this argument, we find that family-owned firms have higher profit margins, returns on assets, and survival rates compared to single-owner or unrelatedowners' firms, but also invest and grow more slowly, hold greater reserves of cash, and rely less on external debt. These differences are most pronounced when the two largest shareholders are married. Our results highlight the key role of marital ties in explaining differences in behavior and performance among firms.
Introduction
Family firms are prevalent across the world and comprise a significant share of assets and economic activity. It is fitting, therefore, that researchers have devoted significant effort to understanding how family involvement in a business affects corporate strategy. Most scholars concur that a fundamental difference between family and non-family firms is that factors such as emotional attachment to the firm and affective ties among owners play a more important role in family firms than in non-family firms (Gersick et al., 1997; Gomez-Mejia et al., 2007) . However, a systematic examination of these factors is still largely missing (Berrone et al., 2012; Chrisman et al., 2005) . In this paper, we examine the social context of ownership. We distinguish among different types of social ties among owners and show that these distinctions have important consequences for firm strategy and performance.
Previous research on the effects of family ownership has yielded mixed or conflicting results. On the one hand, the literature suggests that, especially among founder-managed firms and in developed countries, family ownership improves financial performance (Villalonga and Amit, 2006; Miller et al., 2008; Minichilli et al., 2010) . On the other hand, family ownership has been associated with a number of problems, including low investment, conservative cash policies, and slow growth (Mishra and McConaughy, 1999; Gallo et al., 2004; Block, 2012; Miller et al., 2013; Patel and Chrisman, 
Accepted Article
The results are strongest for firms whose two largest shareholders are married. Married owners are especially likely to adopt conservative strategies relative to other types of owners. The results hold both cross-sectionally and when focusing only on firms that experience ownership changes and are strengthened when instrumenting for married family ownership. We control for several factors that could bias our results, such as differences between genders and ownership concentration at the family level, and find that our results are robust. One important caveat is that the vast majority of firms in our sample are very small---the median firm has just 8 employees. For the owners of these small firms, providing a secure source of income to family members is likely to be a major concern.
More research is needed to establish to what extent our findings generalize to much larger familyowned firms.
Our paper contributes to a literature examining how owners' and managers' social context affects firm strategy and performance (Uzzi, 1996 (Uzzi, , 1997 Carpenter, 2002; Miller et al., 2010; Minichilli et al., 2010) . Our results do not support the agency-theoretic view that family-owned firms perform better and are more likely to survive because there are fewer conflicts of interest among owners or better monitoring between owners and managers (Jensen and Meckling, 1976) . Indeed, familyowned firms exhibit higher returns, profits and survival relative to single-owner firms, in which conflicts of interest among owners are absent. The results also do not support the simplistic view that being part of the same family is sufficient to eliminate agency conflicts or enhance motivation.
We find significant differences between types of family owners, suggesting that the intensity of family ties strongly influences owners' values and behaviors. In particular, marriage appears to be associated with a change in logics that puts greater weight on preserving wealth for future generations. This is consistent with the idea that people's propensity to take risks changes over time depending on how they frame their personal circumstances (Wiserman and Gomez-Mejia, 1998 ).
The evidence also supports the institutional logics' view that the symbolic and material aspects of organizational life are closely intertwined (Friedland and Alford, 1991; Thornton and Ocasio, 2008), This article is protected by copyright. All rights reserved.
and that marriage is a ritual that reinforces a specific set of beliefs and obligations (Thornton et al., 2012) .
From a more general standpoint, our analysis underscores the importance of distinguishing between different types of affective ties when theorizing about family firms, and points to the key role of marital ties in explaining inter-firm differences in strategy and performance.
Theoretical background The notion of "family" in family firms
There is no universally accepted definition of a family firm. Most definitions in the literature are operational, focusing on some combination of dimensions of family involvement in a business, such as ownership, management, and transgenerational succession (Chua et al., 1999; Miller et al., 2007) .
Some authors for instance define family firms as those owned and controlled by a single individual or a family, while others define family firms as those that are both owned and managed by family members.
An even more basic problem, rarely addressed in the literature, is what is meant by "family" in the family firm context. One key distinction is the one between lone owners or founders and broader family involvement (Miller et al., 2007; Miller et al., 2011) . Microsoft, for instance, is classified as a "family" firm by Anderson and Reeb (2003) but, as Dyer (2006) notes, while the impact of Bill Gates the founder cannot be underestimated, the effect of the Gates family on the firm is much more debatable. On the other hand, it is difficult to downplay the role of the family and transgenerational succession in firms such as Wal-Mart, Koch Industries and In-N-Out Burger.
When family involvement is deemed as important, the issue arises of how to delimit family boundaries. Anthropologists have long noted that the concept of family is a culturally ambiguous one, for the type and intensity of family ties vary considerably between groups and cultures (Levi- This article is protected by copyright. All rights reserved.
Accepted Article Strauss, 1969; Eller, 2009) . In everyday Western discourse, the term family typically refers to "a group of people related to one another by blood or marriage" (Oxford Dictionary). This definition highlights the two fundamental mechanisms that give rise to families: the "horizontal" principle of marriage, which "links different individuals (and groups) together and establishes new groups," and the "vertical" principle of descent, which links "individuals and groups through time and "down" between the generations" (Eller, 2009: 182) .
To be sure, focusing exclusively on the principles of marriage and descent can be restrictive. The emotions that are thought to differentiate family firms from non-family firms---a sense of togetherness, shared vision and destiny, mutual trust, etc.---can also be found in groups larger than the nuclear or extended family (Stewart, 2003; Karra et al., 2006) . To emphasize this, Peredo (2003) introduces the term "kin-based business" to extend the traditional family firm construct beyond the biological family and to include spiritual relations marked by social, cultural and religious rituals of incorporation. Karra et al. (2006) similarly stress the importance of distant kin and ethnic ties (the "quasi-family") in a business context.
In this paper, we use the term "family" in the traditional but more restrictive sense of a group of people related to one another by blood or marriage. In the empirical part, we refer to firms whose owners are family members as family-owned firms, and include in the set of family-owned firms only those that have two or more family-related shareholders. Firms owned by a single individual are categorized as single-owner firms. Thus, we distinguish between (multi-person) family owners and lone, or single, owners. Among family owners, special attention is paid to owners that are married to each other. By contrast, when reviewing the existing literature, as in the next subsection, we will typically use the all-embracing term "family firm," due to the aforementioned heterogeneity in definitions used.
The "family effect" on firm performance
This article is protected by copyright. All rights reserved.
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Since its inception, family firm research has been concerned with identifying differences in performance and behavior between family and non-family firms. In so doing, it has highlighted several economic and non-economic factors that can potentially be responsible for these differences.
Among the economic factors, two occupy center stage: lack of wealth and human capital diversification and agency problems. Family owners typically have a large portion of their wealth tied up in their firm; moreover, to the extent that they also manage their firms, their human capital is also tied to the business. This lack of diversification can induce family owners to avoid risk and behave conservatively, compared to the shareholders of widely held corporations (Eisenhardt, 1989; Beatty and Zajac, 1994) .
Family and non-family firms also differ in the extent to which they are affected by different types of agency problems. The fundamental agency problem in widely held corporations stems from the separation of ownership and control (Jensen and Meckling, 1976) . Managers who have only a limited stake in a company may use their power to further their own interests at the expense of company shareholders. The separation of ownership and control is typically a much less severe problem in family firms, where ownership is often highly concentrated and management and ownership tend to coincide. On the other hand, concentrated family ownership can give rise to a `principal-principal' problem, whereby family shareholders extract private benefits of control from their companies, at the expense of minority shareholders (Bertrand and Schoar, 2006; Feldman et al., 2014) .
Family and non-family firms also differ in the extent to which they are affected by non-economic factors. As a general rule, non-economic factors are believed to play a much more important role in family firms than in non-family firms (Gersick et al., 1997; Gomez-Mejia et al., 2007 Because so many factors can affect family and non-family firms, establishing whether family ownership is beneficial or detrimental to firm performance is fundamentally an empirical question.
Moreover, empirical findings are likely to be context-specific---dependent on the type of firms, owner characteristics, performance measures and institutional settings considered. Among the numerous studies that have examined performance differences between family and non-family firms, many have found that, especially when the founder still manages the firm and in developed countries, family ownership is associated with superior financial performance (Villalonga and Amit, 2006; Miller et al., 2008) . However, when succession occurs, problems tend to arise. 
Unbundling the "family effect": institutional logics and the social context of owners
The literature discussed above suggests that the identity of firm owners is a key determinant of firm performance. In this paper, we delve deeper into the identities and social roles of firm owners.
Drawing on embeddedness theory and the institutional logics perspective, we argue that close affective ties between owners influence how they manage their firms.
Institutional logics, such as those of the market or the family, provide owners with assumptions, cognitive frames and values that allow them to interpret organizational reality (Friedland and Alford, 1991; Thornton and Ocasio, 2008) . They are "formal and informal rules of action, interaction, and This article is protected by copyright. All rights reserved.
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interpretation that guide and constrain decision makers" (Thornton, 2004 : 2); they also "guide the allocation of attention by shaping what problems and issues get attended to and what solutions are likely to be considered in decision making" (Thornton et al., 2012: 90; Ocasio, 1997) . Logics have been found to influence organizational practices, such as in the context of leadership succession and human resource management (Thornton and Ocasio, 1999; Westphal and Zajac, 1994; Chung and Luo, 2013) , firm downsizing (Greenwood et al., 2010) , and social responsibility (Lounsbury, 2007) .
Embeddedness theory helps to explain how logics emerge. Embeddedness theory holds that economic action is influenced by the social context in which agents operate: "[p]eople live within networks of relationships where information, ideas, passions, and values are shared" (Le BretonMiller and Miller, 2009: 1176; Granovetter, 1985; Uzzi, 1997) . Embeddedness in a social structure can promote economic performance by facilitating coordination, cooperation and information exchange between agents (Uzzi, 1996; Gulati et al., 2000; Uzzi and Gillespie, 2002) , but can also impede it if relationships become hostile (Uzzi, 1996; Walter et al., 2014) . A social structure in which virtually all owners are embedded in is the family. Building on Miller et al. (2011) , we distinguish between single (or lone) owners and family owners. Single owners can have families, but their families do not hold significant stakes in their firms. By contrast, family owners are defined as two or more family-related individuals who hold significant stakes in the same firm.
Because family owners are likely to live and work in proximity to each other and to be exposed to each other's needs, they may develop a more familiar orientation than single owners or familyunrelated owners (Le Breton-Miller and Miller, 2009, 2011; Miller et al., 2011) . They may come to perceive them-selves as `family nurtures' and may develop a conservative logic that emphasizes the preservation of wealth for future generations.
Greater embeddedness within the family can engender conservatism for a number of reasons. First, to preserve family harmony, compromise and unanimity among family owners may be sought. But compromise and unanimity can make change more difficult to happen, hampering investment and This article is protected by copyright. All rights reserved.
growth. Strong ties among the members of a group may also promote conformity and resistance to change (Granovetter, 1973; Bantel and Jackson, 1989) . Sentiments such as, "things are done this way because Dad did them this way" are commonplace in family-owned firms (Leach, 2007: 11) . Family owners may also frequently remind each other that their primary duty is to provide income and security to the whole family. They may be particularly reluctant to invest and/or take on debt, as these strategies may compromise family control and welfare. By contrast, single or unrelated owners may develop weaker "bridging" ties with a multiplicity of stakeholders. This may favor a less parochial agenda, and engender a more entrepreneurial logic. Thus, single or unrelated owners may be more likely than family owners to adopt strategies of growth (Miller et al., 2011) . Hypothesis 1. Family-owned firms will adopt more conservative strategies than single-owner and unrelated-owners firms.
The identity of the owners of a firm can also affect firm performance (Rumelt, 1991; Villalonga and Amit, 2006; Xia and Walker, 2015) . However, how the values and priorities of family owners may affect firm performance is, a priori, unclear. On the one hand, conservative strategies that fail to invest in the future can be detrimental to performance (Miller et al., 2007; Miller et al., 2011) . On the other hand, some entrepreneurs are overly optimistic, and a more cautious strategic approach can help offset this. Moreover, in the short term at least, cutting investment boosts profits by reducing expenditures.
More conservative policies can also increase profitability by allowing firms to reduce their wage costs. If family-owned firms are managed more conservatively and have lower probability of failure (as we document in this paper), then they may be able to pay lower wages, or defer wages, since employees have less risk of losing their job. Consistent with this view, Sraer and Thesmar (2007) find This article is protected by copyright. All rights reserved.
that, among publicly traded French firms, family ownership, especially when the firm is heirmanaged, is associated with lower wages even after controlling for the firm's skill structure, and employment is smoothed out over the business cycle. Sraer and Thesmar suggest that many familyowned firms, in exchange for lower wages, provide their workers with long-term implicit insurance contracts.
Finally, a familiar orientation can boost performance for reasons unrelated to conservatism. It has long been noted in the family firm literature that a familiar orientation can be a source of competitive advantage by increasing commitment to the long-term success of the firm. For instance, the desire to preserve family control and firm value for future generations may motivate family owners to adopt more efficient business practices (Colli, 2002) .
Hypothesis 2. Family-owned firms will exhibit superior financial performance relative to singleowner and unrelated-owners firms. Miller et al. (2011) distinguish between lone founders and family owners, but do not examine the different types of bonds that exist between family owners. Yet, some bonds are obviously stronger than others, and owners' values and priorities may be shaped by the intensity of such bonds.
The effect of marital ties
Embeddedness theory also emphasizes the importance of heterogeneity in social ties (Granovetter, 1973 (Granovetter, , 1985 and suggests that different logics are embedded in different systems of social relations (Uzzi, 1996 (Uzzi, , 1997 . For instance, Uzzi (1996 Uzzi ( , 1997 finds in his study of New York's apparel industry that one-shot, anonymous transactions ("market ties") are characterized by a market logic where costs or money are everything, while long-term relationships ("embedded ties") exhibit a logic of exchange where trust, fine-grained information transfer and joint problem solving feature This article is protected by copyright. All rights reserved.
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prominently. Long-term, emotionally close relationships ("strong ties") have also been associated with group think, risk-aversion, and adherence to the status quo (Granovetter, 1973; Bantel and Jackson, 1989) .
The bond between husband and wife is undoubtedly one the strongest family ties. Married couples constitute the basis of the nuclear family---a household consisting of a father, a mother, and their children. In terms of strength, marital ties arguably rank second only to the bond between parent and child, and they can be further `cemented' by the appearance of children. Thus, the literature on embeddedness suggests that firms owned by married couples may display particularly high levels of risk-aversion and adherence to the status quo.
An important reason why married owners may adopt particularly conservative management and cash policies is that married owners may come to perceive the firm as a legacy or bequest to their children. They may be concerned that, by pursuing risky strategies, this bequest may be squandered.
Other types of family owners such as sons and daughters may be less risk-averse because for them legacy concerns are less salient. Institutional logics researchers have similarly pointed out that marriage is a ritual that reinforces a specific set of obligations---those "oriented to the reproduction of family members" (Thornton et al., 2012: 44) . The conservative logic of married owners can be also reinforced through deliberation. Conversations between husband and wife often revolve around children and their welfare. By contrast, two brothers, even if both married, may discuss familyrelated matters less, and may focus more on growing the business. Thus, the conservative logic of family owners may be especially strong among married owners.
Hypothesis 3. Married-owners' family firms will adopt more conservative strategies than nonmarried-owners' family firms.
Concerns for the welfare of children may not only induce married owners to behave more conservatively, but may also motivate them to work hard. Research in psychology and evolutionary biology suggests that altruism is strongly asymmetric: Parents care much more about their children's welfare than children care about the welfare of their parents or that of their siblings (see, for instance, Dawkins, 2006) . Thus, to the extent that married owners have or will have children, they may exhibit particularly strong altruistic motives. They may work hard to provide for their children, especially young ones. In addition, because married couples typically live together and jointly own many common resources outside the firm, they may be better able to monitor one another, trade information, and enforce implicit contracts relative to other types of owners. Consistent with this, Parker (2008) finds evidence of stronger knowledge spillovers between married owners relative to non-married owners, and Wong (1986) shows that family businesses may utilize human capital resources to greater effect and increase the gains from marriage.
Given such motivations, we expect ownership by married couples to be associated with superior financial performance.
Hypothesis 4. Married-owners family firms will exhibit superior financial performance than nonmarried-owners family firms.
The primary implication that follows from our analysis is that married owners in particular should display a conservative orientation and a commitment to the long-term success of the firm (leading to superior financial performance). We view this familiar orientation or logic as a natural consequence of altruistic concerns for the welfare of future generations. These issues are likely to be prominent especially for small business owners, who are most likely to be concerned with providing income security to other family members. We also expect non-married family owners to exhibit a This article is protected by copyright. All rights reserved.
conservative orientation and a commitment to the long-term success of the firm, albeit to a lesser extent than married family owners.
Data
We obtain our data from Amadeus, a database maintained by Bureau van Dijk (BvD) that contains ownership and financial statement information for firms in several European countries. BvD obtains its data from regulatory filings as well as from its own proprietary sources and includes both private and public firms in its data collection. Amadeus also contains detailed ownership information, including the names of each shareholder, the number of shares held, and detailed information on the board of directors and management of each firm.
We build our sample from firms located in Western European countries. 48% of the firms are from France, 28% are from Spain, 20% are from Great Britain and the remaining firms, 4%, are from Italy.
German firms are excluded because they do not report information on profits or assets. We also eliminate observations from countries such as Norway and Denmark for which there are few nonmissing observations for our variables of interest. We retain only those firms for which we have ownership information, and we exclude any firms for which we are unable to identify at least 90% of reported shareholders and those whose annual sales and profits are not reported. This leaves us with 228,253 firms and 1,258,172 observations for the period 1997-2006.
Classification of firms into ownership categories
We split our firm sample by ownership type using four basic ownership categories: lone or single owners, married family owners, non-married family owners, and unrelated owners. A fifth ownership category, family owners, aggregates the categories of married family owners and nonmarried family owners.
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We classify a firm as having a single owner if it has only one registered shareholder. We classify a firm as having unrelated owners if the two leading shareholders do not have the same last name and there is no family name that in aggregate holds the majority of equity stakes. We classify a firm as family-owned if at least two shareholders have the same last name and hold a majority of the company shares. A family-owned firm is said to have married owners if the two leading shareholders have the same last name and are of different gender. Gender information is taken from several sources. First, for a subset of shareholders (shareholders that also appear on the firm's manager or director lists), Amadeus provides a gender variable. Second, in many cases, names include a "Mr." or "Mrs." prefix which explicitly identifies the person's gender. Third, for the set of shareholders for whom Amadeus does not identify a gender, we use several public sources to learn about the most common male and female names for different countries. 4 This classification scheme for marriedowners family firms may include some firms in which the leading shareholders are not married, e.g., those owned by a brother and sister, and may exclude some firms in which the leading shareholders are married but in which the wife does not take the husband's last name. Misclassification will introduce measurement error into our measures, biasing our estimates against finding any differences between ownership categories. We also examine "cleaner" definitions of married family owners for a smaller sample of firms and report on this analysis in Section 5.6. Finally, we classify a firm as having non-married family owners if the two leading shareholders have the same last name and are of the same gender.
23% of firms in our sample are classified as family-owned. Of these, 41% have married owners, and 59% have non-married family owners. 41% of our firms fall in the unrelated owner category, while 36% fall in the single owner category. Family-owned firms are common in all industries, comprising up to 50% of the firms in such industry segments as automotive repair and agriculture, and as little as 10% in industry segments such as accounting and advertising.

Descriptive statistics
In this section we present descriptive statistics for the key variables we analyze in our estimation sample. Table 1 reports descriptive statistics for the full sample. The average firm in our sample holds $2.6 million in total assets, generates $3.7 million in annual sales, has 24 employees, is 12 years old, and makes $157 thousand in profits (EBITDA). The median firm has 8 employees and the 90th percentile firm has 44 employees. Thus, our dataset predominantly covers very small firms. Return on assets (ROA) and profit margin are computed as earnings before interest, taxes, depreciation, and amortization (EBITDA) over total assets, and EBITDA over sales, respectively. Both variables are winsorized above and below 2 and -2. Average ROA and profit margin are 0.132 and 0.076 (medians of 0.107 and 0.056). On average, firms have leverage ratios (the ratio of debt to assets) just under 0.75 and liquidity ratios (the ratio of cash to assets) of 0.286. Annual sales growth averages is 0.20.
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[Insert Table 1 here] Table 2 compares the means across all four ownership categories. Family-owned firms are on average larger than non-family-owned firms. For instance, married-and non-married-owners family firms have on average 31 and 34 employees, as compared to 21 and 22 employees for unrelatedowners and single-owner firms. For firms with at least two owners, the average firm has 2.5 owners (a median of 2 and a 90th percentile of 4). The distribution of number of owners is similar across 5 The number of observations represented in the panel by family-owned firms is 24.7%, slightly greater than the 23% of firms in the sample that are family-owned. This is because family-owned firms have more years of observations in the panel compared to non-family-owned firms. One third of the observations are for firms with female owners.
Accepted Article ownership categories (averages of 2.9, 2.6, and 2.4 for family married-owners, family non-marriedowners and unrelated-owners firms, respectively).
Married-owners family firms have higher ROA and profit margins than non-married-owners family firms (0.175 versus 0.128, and 0.096 versus 0.078). Married-owners family firms also have greater liquidity than non-married-owners family firms (0.379 versus 0.290). From the sample averages, it does not seem that married-owners family firms have lower sales growth, investment, and leverage than non-married-owners family firms. However, these sample averages do not control for firm, industry, geographical, and time characteristics. Compared to unrelated-owners and single-owner firms, married-and non-married-owners family firms do seem to have greater liquidity and lower sales growth, investment and leverage.
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[Insert Table 2 here]
Estimation methodology
In this section we empirically examine our four hypotheses in a regression setting using the following equation: 
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FemaleOwner is a dummy that indicates whether the firm has a leading female owner, to disentangle the impact of married family ownership from the impact of female ownership. X is a vector of control variables (such as lagged sales and firm age). j ϕ , c c , and t τ are complete sets of three-digit SIC code, country, and year dummies. it ε is an iid error term. We also include in some specifications a dummy for family-owned firms, which receives the value of one for married-owners and non-married-owners family firms, and zero for all other firm types.
In reporting the estimation results, we present p-values for testing different hypotheses on parameter equality. In particular, we test whether the family ownership coefficients, β₂ and β₃, are jointly equal to the coefficient estimate on unrelated owners, β₁. Due to the panel structure of our data, standard errors are clustered by firm.
7
Instrumental Variables. Our estimates are prone to classical unobserved heterogeneity concerns: ownership structures may be chosen endogenously based on firm characteristics. For instance, family-owned firms may perform better than other types of firms because families are more reluctant than other types of shareholders to invest in low-quality projects. To mitigate these concerns, we use an instrumental variable strategy that exploits geographical variation in divorce rates at the regional level (thus, within countries), controlling for region-level factors such as GDP, employment rate, geographical size, population size and competitiveness. Firms in our sample span a wide set of regions within Europe.
8 These regions vary substantially in terms of the prevalence and stability of the marriage institution. 7 To further mitigate concerns that the panel structure of our data affects the statistical significance of our estimates, Table A2 in the online appendix presents our main results using cross-sectional data where financial information is based on the most recent financial statement for each firm in our sample.
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We combine data from several sources. Our instrument is the regional divorce rate, which we use as an instrument for whether a firm is a married-owners family firm. We expect that in regions in which divorce is more common, we are less likely to observe married-owners family firms. This is because the number of married couples should be lower, and the expected costs of forming a business with a spouse should be higher when partners perceive divorce as more likely. The necessary identifying assumption is that the underlying drivers of the divorce rate, such as religious norms or the costs of getting a divorce (monetary or psychological), do not impact our firm-level outcome variables other than through the regional divorce rate variable, conditional on regional controls. Note that we do not rely on cross-country variation in marriage rates, but rather regional variation in these measures since we include country fixed effects in all specifications.
Because the sample for which region information is available is considerably smaller than our full sample, to be able to compare the OLS to the IV estimates we also report the OLS results for the subsample of firms with region information. This article is protected by copyright. All rights reserved.
Estimation results
Family ownership and conservatism
We posit in Hypothesis 1 that family-owned firms will exhibit greater conservatism and, in Hypothesis 3, that this will especially be true for those firms whose owners are married. Our measures of conservatism are firm-level sales growth, cash reserves (liquidity), use of debt (leverage), and investment. More conservative behavior is associated with lower sales growth, greater liquidity, lower leverage, and lower investment. A greater share of assets held as cash, and lower leverage, means that a firm has a cash buffer from which to meet costs or make investments without having to rely on the external credit markets for financing. A lower rate of investment combined with slower growth may also be associated with a more cautious or conservative management approach and business model. Consistent with our hypotheses, Table 3 shows that family-owned firms, especially married-owners, exhibit significantly lower growth rates, lower investment, higher liquidity and lower leverage. An important concern is that the effect of married owners may be driven by the presence of a female owner. It is well documented that women are on average more risk averse than men in financial decisions (e.g., Levin et al., 1988; Sunden and Surette, 1998) . To address this concern, all specifications include a female owner dummy. The results show that firms with a female owner behave more conservatively in terms of growth, investment, liquidity and leverage. However, the effect of married ownership remains significant.
Columns 1-3 examine sales growth. Column 1 presents the OLS results that show that family-owned firms, especially married-owners, experience lower growth rates than unrelated-owners and singleowner firms. While we cannot reject the null hypothesis that the coefficient estimates on nonmarried and unrelated-owners firms are identical, we strongly reject this hypothesis with respect to
Accepted Article married owners. We also reject the hypothesis that family-owned firms experience the same growth rates as unrelated-owners firms. The instrumental variable (IV) estimation reveals a very similar pattern of results for the smaller sample where region information is available. The IV estimation uses a treatment effect model with a Probit model in the first stage. 12 Based on the OLS estimates (Column 1) and evaluated at the sample average, firms with married owners have sales growth that are lower by 12% than sales growth by firms with unrelated owners. Based on the IV estimates (Column 3), this figure is 28%.
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Columns 4-6 present the results for investment. While we find no difference in investment rates between non-married-owners family firms and firms with unrelated owners, married-owners family firms have lower investment rates than all other ownership types. Evaluated at the sample average, married-owners family firms' investment rates are 9% lower than firms with unrelated owners (Column 4). The IV estimates implies a slightly higher difference of 13%.
Family-owned firms rely much less on external finance, keeping greater cash reserves and using less debt. Consistent with greater conservatism (Hypothesis 3), Columns 7-12 show that married-owners family firms have higher liquidity and lower leverage ratios than all other ownership types. Evaluated at the sample average, the OLS estimates imply that married-owners family firms have a liquidity ratio that is 15% higher than of firms with unrelated owners (Column 7), and leverage ratios that are 12 Table A3 in the online appendix shows the first-stage regression estimates for the IV results in Tables 3 and   4. Tables 3 and 4 also report Chi-squared test statistics (i) against the null that divorce rate is irrelevant in the first stage and (ii) against the null that it is irrelevant in the second stage. We always reject the null that our instrument is irrelevant in the first stage and always accept the null that divorce rate is irrelevant in the second stage.
lower by 3%. 14 The IV estimates yield a higher difference of 23% and 8% for liquidity and leverage ratios, respectively.
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[Insert Table 3 here]
Family ownership and financial performance
We posit in Hypothesis 2 that family-owned firms will exhibit higher financial performance as measured by ROA and profit margins. We posit in Hypothesis 4 that married-owners family firms will display higher measures of financial performance compared to non-married-owners family firms. We estimate the relationship between firm performance and family ownership in regression (1) examined in the previous section. Table 4 presents the estimation results. The results show that family-owned firms, especially those with married owners, tend to outperform non-family-owned firms in terms of higher ROA and profit margins. Evaluated at the sample mean for total assets, the OLS estimates imply that a firm with married owners has an 18% ROA advantage over unrelated-owners firms (Column 1). The difference in ROA may be driven by differences in terms of conservatism. To test this, Column 2 includes our measures of conservatism: sales growth, liquidity and leverage. We also control for the number of shareholders, because shareholders are likely to vary by ownership type and their number may be correlated with financial performance. The ROA advantage of married-owners family firms remains 14 While in percentage terms, leverage differences are small, in dollar terms, married-owners family firms have $51,580 less in external debt compared to single-owner and unrelated-owners firms. 15 Given the small size of many of the firms in our sample, it is also worth comparing estimates evaluated at the sample average with estimates evaluated at the sample median. To compute these latter estimates, we use the sample median values of our conservatism and financial performance measures reported in Table 1 . The size of the effects is similar for all conservatism and financial performance measures, except sales growth. For instance, the OLS estimates evaluated at the sample median imply that married-owners family firms have a liquidity ratio that is 20% higher than of firms with unrelated owners, and leverage ratios that are lower by 3%. However, for sales growth, the difference is lower by 24%, as opposed to just 12% for the OLS estimates evaluated at the sample average.
Accepted Article significant (9% over unrelated-owners firms), which implies that the financial advantage of married owners is not likely to be driven exclusively by varying levels of conservatism. Columns 3-4 present the IV results, which yield similar advantages for married-owners family firms (10% and 13%, respectively).
Columns 5-8 present the analysis for profit margins. Relative to the sample average, the OLS estimates imply that married-owners family firms enjoy 12% higher margins than firms with unrelated owners (Column 6), and the IV estimates indicate 21% higher margins (Column 8). As in Table 3 , all specifications include a female owner dummy. The presence of a female owner has a positive effect on both firm ROA and profitability, but does not alter the magnitudes of the coefficients on the married-owners dummies.
[Insert Table 4 here] Classification of married owners. Our findings may be sensitive to measurement error in classifying family-owned firms into married versus non-married. To address this concern, we perform two types of analyses. First, we classify family-owned firms as "must be married" only if the names are in the format "Mr. and Mrs. Smith" (e.g., Mr. John Smith is one shareholder and another shareholder is Mrs. John Smith or Mrs. Mary Smith), and if the age difference between the two is less than 15
years. Second, we use information at the regional level on the percentage of married women that take the last name of their husband. We then exclude firms that are located in regions where the percentage of women who answer "Yes" to the question "Do you always use your husband's last name?" is below the sample's first quartile (68 percent).
16 Tables 5 and 6 present the estimation results. The results are robust to alternative definitions of married owners. 16 The source of information is the 1995 version of the Eurobarometer survey.
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[Insert Tables 5 and 6 here]
Within-firm ownership changes
Our data is a large panel of over 200,000 firms spanning 10 years. The analysis so far has relied on cross-sectional differences between firms with different ownership types. In this section we examine whether the relationship between family ownership and firm strategy and performance also holds specifically within firms that experience ownership changes. Such analysis holds constant unobservable firm characteristics that do not vary over time by differencing the dependent and independent variables. Thus, in this section, the variation used to produce our estimates comes from within-firm variation.
We explore variation in the number and nature of ownership changes across family-owned and non- family firms transition to unrelated owners, ROA drops by 2.9 percentage points. When we examine ownership changes from non-married family to unrelated owners in Columns 4-6, we see that sales growth and investment are unaffected, but ROA increases by 3.2 percentage points. We find similar results in Columns 7-9 when we examine ownership changes from unrelated owners to another set of unrelated owners.
Overall, these results highlight the dominant role of marital ties in driving differences in firm financial performance, growth and investment.
[Insert Table 7 here]
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Ownership concentration
Family owners may behave more conservatively than unrelated owners as a result of greater concentration of family assets in the firm. Risk aversion could also potentially explain the superior financial performance of family-owned firms if family owners require a larger rate of return to start a business. However, to the extent that owners' logics (values, preferences, interpretative schemes) also matter, we expect the effect of the family ownership categories to be robust.
Columns 1-4 present the estimation results for sales growth. Ownership concentration by dominant family shareholders is as expected associated with slower growth (Column 2), but the coefficient on married family owners remains negative and significant even after controlling for equity holdings (Column 4). The coefficient on non-married family owners, however, becomes insignificant. Columns 5-8 present the estimation results for investment. The same pattern of results emerges, but, interestingly, ownership concentration at the family level is associated with greater investment, not less. Columns 9-12 present the estimation results for ROA. In that case, the effect of non-married family owners, while smaller than that of married owners, remains significant.
To summarize, the results indicate that married family ownership is an important driver of firm performance and behavior, even after controlling for ownership concentration at the family level.
17 By definition, single owners own 100% of their firm's equity. Thus, the results in Tables 3 and 4 that familyowned firms behave more conservatively and perform better than single-owner firms cannot be explained by greater ownership concentration in family-owned firms.
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The effect of non-married family ownership is less significant, especially as far as conservatism is concerned.
[Insert Table 8 here]
Wage costs
We examine a potential mechanism that may drive the observed higher profit margins and ROA of family-owned firms: wage costs. The literature suggests that, because family-owned firms provide greater employment security to their workers, they tend to have lower employment costs (Sraer and Thesmar, 2007). Table 9 presents the estimation results. The results show that family-owned firms, especially those with married owners, have lower employment costs. Column 1 includes a dummy variable for familyowned firms. Evaluated at the sample mean, wages are $9,000 less per employee compared to nonfamily-owned firms. Column 2 includes dummies for married-and non-married-owners family firms.
The coefficient estimates on firms with married and non-married family owners are negative and statistically different from single-owner and unrelated-owners firms. Column 3 adds the female owner dummy but its coefficient is small and statistically insignificant. Column 4 presents the IV results, which are much larger in magnitude than the OLS estimates. Married-owners family firms have the lowest wages---28% lower than unrelated-owners firms and 19% lower than firms with non-married family owners. Columns 5 and 6 show that these differences are not driven by very young firms or firms with a very small number of employees. These results mitigate the concern that lower employment costs may be driven by owner compensation: owner compensation should not greatly affect average wage as the number of employees grows larger. Overall, the results indicate This article is protected by copyright. All rights reserved.
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that an important reason why family-owned firms, particularly married-owners family firms, have higher ROA and profit margins is that they are able to pay lower wages to their employees.
[Insert Table 9 here]
Additional results and robustness tests
In this section we discuss a number of additional findings and robustness tests to the paper's main results. The full set of results is available in the online appendix.
Firm Survival. Firms that are profitable are not likely to be terminated and conservative cash and investment policies plausibly also reduce the risk of failure. Thus, we expect family-owned firms, and especially married-owners family firms, to exhibit higher survival rates. Table 10 examines the relationship between firm survival and ownership type. Column 1 shows that married-owners family firms are less likely to fail than non-married owners family firms (hazard ratios of 0.853 and 0.899) and that both married-and non-married-owners family firms are less likely to fail than unrelated-owners firms and single-owner firms. We control for firm ROA, liquidity and leverage in Column 2 and continue to find the same pattern of results. Column 3 excludes single owners. Family-owned firms are still less likely to fail than unrelated-owners firms and marriedowners family firms are still less likely to fail than non-married-owners family firms; however, the statistical significance of the latter result is diminished. Columns 4 to 7 show that our findings are, as expected, mostly driven by younger firms, which have the highest failure rates.
[Insert Table 10 here]
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Subsamples of firm age and size. We examine whether our main findings are robust to restricting the estimation sample by firm age and firm size. Married owners may disproportionately be firm founders, which may explain their superior performance. Restricting the sample to young firms, where all owners are likely to be founders, mitigates this concern. Table A4 in the online appendix presents the estimation results for our regressions of sales growth, investment and ROA by firm age.
For each dependent variable, we estimate the regression on firms at or under the median age of 9 years and separately again on firms older than 9 years. We find that for all three dependent variables---sales growth, investment, and ROA---the impact of married family ownership is stronger in younger firms. This suggests that the effect of married owners is not mainly driven by a firm founder effect. We also split the sample based on employment size. We estimate the regressions for firms with 8 (the sample median) or fewer employees, and separately again for firms with more than 8 employees. We find that our estimates are similar in the samples of both large and small firms.
Family management.
It is possible that the family ownership effect we estimate is in fact a family management effect. In Appendix Table A5 , we examine whether our family ownership effects are robust to controlling for whether at least one of the managers in the firm is also a family member. In addition to controlling for the presence of a family manager, we also control for the manager's equity stake. A higher manager equity stake may lead to more conservative behavior and higher performance due to a greater portion of the managers' wealth being dependent on the firm. We find that our results are robust in all cases. Interestingly, while we find, as expected, that a greater manager's equity stake also leads to more conservative behavior, we do not find that the presence of a family manager does so. We find that a family manager is associated with higher ROA, profit margin and sales growth, and no effect on liquidity, leverage, and investment.
Differential tax treatment of family firms. In Appendix Table A6 regressions, we also examine whether the higher ROA and profitability of family-owned firms may be due to differences in tax rates. We control for a country's difference in the top personal and top corporate income tax rates, This article is protected by copyright. All rights reserved.
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to see whether the family ownership effect on ROA and profits is due to greater ability to avoid paying the higher tax rate. We find that, when the personal tax rate is higher than the corporate tax rate, firms have higher profit margins, though the effect is not statistically significant. The family ownership effect is unchanged by the inclusion of the tax rate difference control.
Discussion
The literature on the "family effect" on firm performance has yielded mixed or conflicting results, with some studies suggesting a positive effect and other studies suggesting a negative effect. An important reason for these conflicting results has been the heterogeneity of datasets, performance measures and empirical approaches adopted. Researchers have used different definitions of family firms, have often aggregated firms run by different generations of family owners, and have generally not distinguished between lone, or single, owners and broader family involvement in a business. In addition, several performance measures have been used, but these measures (e.g., profitability versus growth) may be differentially affected by owners' strategic orientations.
The present paper helps address these issues. We examine how the social context of ownership affects firm strategy and performance. We distinguish among firms owned by multiple unrelated individuals, firms owned by multiple family-related individuals ("family owners"), and firms owned by a single individual ("single owner"). Within family-owned firms, we further distinguish between firms that are predominantly owned by a married couple and firms that are predominantly owned by other types of family members, such as parents and children or siblings.
Drawing on embeddedness theory and the institutional logics perspective, we argue that family owners will predominantly be concerned with providing stable, secure income to family members.
Married owners, in particular, may come to perceive their firm as a legacy or bequest to their children. This `familiar logic' of family owners can be a source of comparative advantage---it can
Accepted Article motivate family owners to work hard---but can also discourage risk taking, thus dampening growth.
Consistent with these hypotheses, we find that family-owned firms earn significantly higher returns on assets and higher profit margins than non-family-owned firms, and also exhibit higher survival rates. These effects are partly driven by the ability or willingness of family owners to keep cash within the firm and to keep operating costs low (in particular wage costs). However, family ownership is also associated with lower investment and slower growth, especially when firms are young. Thus, the familiar logic of family owners appears to bring with it both costs and benefits.
The results for conservatism and to a lesser extent those for financial performance are driven by firms whose two largest shareholders are married. In particular, the effect of non-married family owners on conservatism becomes insignificant when ownership concentration is controlled for and in the ownership change regressions. This indicates that Hypothesis 1 does not hold independent of Hypothesis 3. (By contrast, the effect of non-married family owners on financial performance is robust.) There are significant differences in how different types of family owners manage their firms.
Thus, when theorizing on "family" effects in family-owned firms, finer distinctions among different types of owners and performance measures may be necessary.
By highlighting the importance of marital ties, the paper underscores the role of rituals and symbols in the emergence of institutional logics. Institutional logics researchers have identified a number of factors that can bring about changes in logics, such as cultural factors (Lounsbury and Crumley, 2007) , powerful actors such as the state or the profession (Garud et al. 2002; Greenwood et al., 2002; Lounsbury, 2002) , and key individuals (Thornton et al., 2012) . Rituals and symbols can also facilitate the emergence of new logics. As Friedland and Alford (1991: 232) note, institutions are not just "patterns of activity through which humans conduct their material life in time and space" but also "symbolic systems through which they categorize that activity and infuse it with meaning." Our results suggest that marriage is a ritual that induces people to re-evaluate their priorities and social
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identities. It marks the transition between the entrepreneurial, growth-oriented logic of lone owners to the more conservative logic of family owners.
The present paper also informs agency-theoretic views of the firm. We find little support for the argument that family-owned firms perform better and are more likely to survive because there are fewer conflicts of interest between owners or better monitoring between owners and managers.
Indeed, family-owned firms perform better in terms of profits, returns and survival than firms owned by a single individual, where ownership and managerial responsibilities often coincide.
The present paper also complements existing research on family firms by providing better coverage of small firms than usually available. Most firms in our dataset are very small---the median firm in our sample has just 8 employees, and the 90th percentile firm has 44. For the owners of these very small firms, providing a stable, secure income to other family members is likely to be a major concern. Large publicly listed family firms, by contrast, are likely to be owned by wealthy individuals who may not place the same value on income security as small business owners. Thus, research focusing on large, often public family firms may have downplayed some important motivations of family owners.
Our analysis controls for several potential confounding factors. It is possible, for instance, that family owners and especially married ones behave more conservatively than other types of owners because their wealth is less diversified. We find that ownership concentration computed at the family level is indeed associated with conservatism; however, the effect of married ownership remains strong. This suggests that it is not just ownership or wealth concentration that matters, but also who the owners are, and what their priorities are (Fiss and Zajac, 2004; Yin and Zajac, 2004; Miller et al., 2010) .
Gender differences in ability or risk-taking may also confound our results. Female owners may at the same time be more capable and more risk averse than their male counterparts. Our results are robust to controlling for female ownership. Moreover, married owners may be drawn
disproportionately from the population of firm founders, and founders may on average be abler, and perhaps also more risk-averse, than second-or third-generation owners. We mitigate this concern by showing that our results also hold in a subsample of young firms, where all owners are likely to be firm founders.
A limitation of our analysis is that we classify owners as married or not married using empirical strategies based on data on owners' surnames, sex, age, titles, country-level propensity of married women to assume the husband's surname, etcetera. These strategies are imperfect and we cannot exclude misclassification errors (which, however, would bias our estimates against finding any differences between ownership structures). Collecting more detailed personal data on owners is an important task to make progress in this area.
Another limitation of our analysis concerns the extent to which our results can be interpreted causally. One interpretation of our results is that ownership by a married couple causes more conservative management strategies and other differences in strategic behavior that leads to higher financial performance and survival rates. Another interpretation is that married couples select business opportunities that are less risky and have higher profit potential. Our instrumental variables estimation, and to some extent our within firm ownership change analysis, suggests that the selection interpretation is not the whole story, although it likely explains some of the identified correlation between married family ownership and firm behavior. Under either interpretation, our results suggest that married couples disproportionately care about owning less risky firms and ones that exhibit higher performance, whether they actively cause these outcomes or simply choose to start firms with these underlying characteristics.
Conclusion
Accepted Article
Family firms operate at the intersection of two fundamental human spheres: the family and the business. Despite the growing interest in family firms, very little is known about the family side of the equation. Using a large panel of private European firms, this paper explores how the social context of ownership---the types of affective ties that exist between shareholders---influence corporate strategy and performance. We show that family owners select and manage very different types of firms relative to single individuals or unrelated owners. Specifically, we find evidence of a trade-off to family ownership, in which family-owned firms are managed more conservatively, increasing profits, liquidity and survival, but diminishing investment and growth. This trade-off can be seen as the manifestation of a `familiar logic'---a logic that enhances commitment to the firm by family owners, but also prioritizes the preservation of wealth over growth.
The familiar logic of family owners is most pronounced among married owners. As stressed by embeddedness theorists, logics vary with social context, depending on the nature and strength of social ties (Granovetter, 1973; Uzzi, 1996 Uzzi, , 1997 . Married owners may both work harder and behave more conservatively than other types of family and non-family shareholders because they are more concerned with the welfare of future generations, and therefore with the long-term performance and survival of the firm. These motivations are likely to be most important for small business owners, on which our analysis focuses. Overall, our results suggest that it may be misleading to talk about "family effects" on firm strategy and performance. The strength of affective ties varies also within the family. Deconstructing the concept of "family" in family-owned firms may enable a better understanding of how these important institutions operate.
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Accepted Article 1,071,051 191,004 191,004 1,256,696 1,071,051 192,240 192,240 Notes: This table examines the relationship between family ownership and return on assets (EBITDA over assets ) and profit margin (EBITDA over Sales ). In Columns 4 and 8, Dummy for Married Owners is instrumented by region divorce rate using a treatment effects model. Region controls include GDP, employment rate, geographical size, population size and competitiveness index. The full sample includes 272 three-digit SIC code dummies. Standard errors (in parentheses) are robust to arbitrary heteroskedasticity and allow for serial correlation through clustering by firms. * and ** indicate statistical significance at the 5% and 1% level, respectively. 
Profit Margin
Investment Liquidity
Notes: This table examines the robustness of the relationship between family ownership and measures of conservatism to alternative classification of married owners. "Always use husband's name" excludes region where the percentage of women who answer "Yes" to the question "Do you always use your husband's last name?" is below the sample's first quartile (67.9%). Responses are from the 1995 Eurobarometer survey. Standard errors (in parentheses) are robust to arbitrary heteroskedasticity and allow for serial correlation through clustering by firms. In "must be married" specifications firms that are classified as "married-owners family" but not as "must be married" are reclassified as "non-married-owners family". * and ** indicate statistical significance at the 5% and 1% level, respectively. Notes: This table reports the results of OLS regressions examining the relationship between family ownership and measures of conservatism. Sales growth is the annual difference in log sales. "Always use husband's name" excludes regions where the percentage of women who answer "Yes" to the question "Do you always use your husband's last name?" is below the sample's first quartile (67.9%). Responses are from the 1995 Eurobarometer survey. Standard errors (in parentheses) are robust to arbitrary heteroskedasticity and allow for serial correlation through clustering by firms. In "must be married" specifications firms that are classified as "married-owners family" but not as "must be married" are reclassified as "non-married-owners family". * and ** indicate statistical significance at the 5% and 1% level, respectively. This article is protected by copyright. All rights reserved. ln ( 831,199 831,199 307,710 307,710 838,690 838,690 310,167 310,167 836,364 836,364 308,917 308,917 Notes: This table examines the relationship between ownership concentration and sales growth, investment and return on assets. Share equity by dominant family shareholders is the share of equity at the surname level (the sum of equity held by shareholders that have the same surname). Standard errors (in parentheses) are robust to arbitrary heteroskedasticity and allow for serial correlation through clustering by firms. * and ** indicate statistical significance at the 5% and 1% level, respectively. 
